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CAPITAL-THE KEY TO GROWTH

Three years of Council investigations into the status of women-owned businesses left no doubt
that the foremost banier women perceived wu that of ,can to avitat. At every level-from
the small, bome-based business operatinl on creativity and sheer nerve to the apandinl
corporation preparin, to 10 public-lack of ac:c:ess to adequate lundinl wu the constant concern
and the overwhelmin, reason cited for failures.

The leriousness of this conc:em led the Council to focus this year on tbe problem of access to
capital, and the search for remedies to the problem. The results of our investiptions led us to
change the colon of our 1010 to the colon of U.S. currency: It is that important.

THE PROBLEM 'nIAT EXISTs AT EVEaY LEVEL

Three levels of women-owned businesses come under Council lCnItiny:

",

•

•

1be start-up buslas or small bOlD. based or~ busf-. that
Is stW stnaaUDa to estabUsb • foothold Ia lb. marketplace.

The ....' ,anine· builDs, estabUsbecl ud nalllllq .eD, but Dledlnl
capital for poowtb. Receat studies haft sbo.. that the Dllmber 01
womaa-oWDecl buslDeSlll Ia ibis pbue Is lacreasiDa at • far .....
nte thaD bup-ss Ia aeaenJ.

The estabUsbecl Iaqer baslD._, ...., 01 wblcla are rapltal
IateasiYe, welrlDI-.lor expuslOD fuDCIIDI. The .amber 01....
oWDecl fInDs Ia rapltal-lateaslYe .cion pew dnmatlc:ally .. the
1,.'s, aad sboulel coatlDue to apud npldl)' If IOUraI 01 capital
Iacreue.

The list of CDlamI IIId burien It all three lmla is IIriJdnIly similar. We tberefore request
that the Conar-IDd the .-ldminiS1l'ldon Jive this common prob1em-1CCIII to capital-their
immediate and most Ierious aaention.
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1992 RECOMMENDATIONS

As a result of our investiptions over a three ysr period, an analysis of the information that has
been lathered, and our search for viable methods of removinl the areatest barriers to women
business owners, the National Women's Businas Council requests that the President arid
Conlres5 act immediately upon the recommendations that follow. The Council has focused on
specific UQS which we have concluded will be most beneficial to the 1arIest number of women
business owners at all three levels: start-up, mezzanine and investment-level.

DEFtNmON

It is ironic that one of the barrien to development of proctamS facilitatinl access to capital for
women business owners and the inclusion of women-owned businesses in currently rec:olnizcd
special Cltelories is the lack of qreement on what constitutes ·woman-owned.· There is
currently no qreed-upon definition in lenml usaae across alliovemrnent aaencies, even at the
federal level. The collection of accurate data conceminl women-owned businesses has been
virtually impossible.

The Council, in response to expressions of concern from public u well u private sources, has
studied the varyinl definitions ofwomen-owned busineues, and has concluded that the definition
outlined in Recommendation '1 best meets the needs of both lovemment qencies and the
businesses affected.

The recommended leeislatioD dealina with banJdnl practices oudined in Recommendation 12 is
presented u a responJe to the recommendations of the expens involved in the Access to Capital
Symposium u well u the testimony ladlered It NWBC bearinlL It will affect all women
owned businesses, but is ,.nicuJarIy focused 011 the mez:zaniDe level businesses seetinl capital.

The taraer woman--owned ftrm it often -an, the level ofClpitaJiDtWa lenerally not available
throulh a standard but 1011I, IIId may DOt currendy have ICCIII 10 the type of venture capital
required. Recommendatioll 13 deals with this problem, and is a direct result of testimony It
hearinlS and apert JeCOIIlIfteftdas from the Symposium.

hOCUlJ!MENl'

Today, the U.S. Small ....... AcIministraIiaa alimalel that ewer one-third of all U.S.
businesses are WOIIIIIHJWIIed. Dapite dUs, .., 1.J~ "aD federal pr'OCUIWDIlII doIIan are
awarded to ...&0..baslnz.... 1be e1iminadon of dUs dramaIic inequity is addressed
in Recommendation 14.
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RECOMMENDA770N '1

A SttllUlmd DIjfnition of
·Woman~d· Businus

There is currently no standard definition of ·woman~wned·business for federal lovemment
usage. The NWBC recommends the followinl wordinl for all federal lovemment purposes.
(please note that the SBA is currently promullatinl rqulalions alonl these lines.)

DFnNmON

A WOllwl-cn,Ded busiD_ Is a buslDea COIICeI'II with at least 51 perceDt UDCODdlt
lout owaersblp aad coatrol by a WOIIWI or womea. Sucla uacoadltloul owaenblp
must be reflected Ia the CODCel'll'S owaersblp qreemeDt; aad the WOIIWl, or womea,
must IDa'" aad operate the bUliDea OD a daDy bull.

A womaa-owDed bUlIa_ must cODtrol the perfOrmAace 01 the coatraet awarded to
the Jolat .eature for the ftDlure to quaUfy u a womaa-owDed busia_.

A blll"_ CODCel"ll sbaII DGt be quaUlled u a ......a-owDed bUlIa_ UDI. It meets
the criteria meatloDed .bo.e aad It coatroIs a slplllcaal portloD 0111I cODtrad with
Its 0.. facWtles aad peI"IOIIDe1.

COPmlOL AND M.4NAGDaNT.,

AD appIlc:e'" CODCen'....aqemeat aDd dally IM"'D_ opentioM IIIUIt be
coDtrolled by. WGaIU or womea. AD .ppI...... COIICII"D must be ......ed OD a fuD-
time ..... b7 - -.ea. ne U.s. Small AdmlDlstntloa will
coasIcIer••• c., b,-eue , the actual Ia fl ..... ..
the .ppUcaat fOIICen. A.omu awst bold the bJabest nakina .. the orpaIzatloa.

De WGaIU or ..... sbaII coatroI the Baud fl DIndon fl the IppIka'" coaeena,
eitber .. Id'" .embers oI.otIna dindon or tbroup welPted YadDI. Mea ..y
be ...oI.ed .. the .......... flu .ppI....... coaeera. ucI _y be .ocIdIoIden,
putDen, amcen. udIor dindon fllUCb COD(II"L R o.e _ ..y ..
aerdse actual coatroI or ba.e the power to coatroI the .ppl aI COIICerD.
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III dele",,'n'. wbether the frucb1tor controls, or bas the pow.. to control, the
restraiDts relatiDI to staDdardized quaUty, adyertlsiD&. accountlq format aDd other
prodsiolll, Imposed oa a frucbisee by its fruv=hlce apoeemeDt sbaII lenerally aot
be considered, prondecl that the fra.ochisee bas the ri&bt to pront from its ell'orts
and bears the risk of 1_ commensurate wltb owaersblp. EYeD thoup a fraacbisee
may not be coatrolled by the franchisor by YU1ue or such proYlsions iD the rralM'hise
qreement, control could arise throu&h other meaDS, such u common ownership,
common maaqeIDent or excessin restrictioDS upon the sale of the franchise iDterest.

RA170NALE

The late Gillian RudeS, in introducinl the National Foundation for Women Business
OwnerslColnetics study of women owned businesses, stated

-The 1992 Presidential initiative to improve this country's economic statistics omits any
mention of one of the futest lrowinl selments of the economy, women business owners.
Federal economic statistics are numbers that move the economy nationally and
internationally. It is vital to policy makers, the business community and researchers
that tbese statlttics be 01 the hipest quanty and proYlde a tnle ref1ec:t1on 01 today'.
ecODOlllJ. To ilnore women-owned businesses is to nellect one of the decade's major
social and economic chanles.-

Current data from a variety of sources indicates that an astoundinl Irowth is takinl place in
women-owned businesleS-that they are a far larJer factor in our economy than is lenerally
realized, anywhere from thirty to forty per cent of all businesses in this country. YIt tbere
caDIIot be aD accurate cauat wltbout a p.rally accepted deftaltloa 01 wbat coDStItut. a
WOlllaD-OW"Ded bURn••

At both the Denver hearinl on telecommunications and the Arlin", Tau hearinl OIl hip
teehnolOlY, women business owners talked of their frustration in identifyinl and qualifyinl for
lovemment set-asides and inccfttives to small and disadvantapd~. Even federal
aaencies are not consistent in their definitions, and each saate deve10pI its own luidelinel. 11Ie
rede~ IOYerameaI caD aDd must .. a staDcIard 'or botb data c:oIIectloa aDd procuremelll
purpa•••

The Missouri Pilot Study wbicIl the Council commissioned wu~ to UIess the possibility
of complete and ICCUJaIe daIa collection reprdinl womcn-owned~ This study did
indeed provide • UJefuI model for such studies which caD produce ICCUJ'I&e data on • naDonaI
level, daIa aprIy IOUIbt by bodIlOYGIlment and privale entities. In order to complete this
study, a specific definition of -woman-owned- had to be devised. 1bat definitioll is reflected
in this recommendation, and in the replatioas c:urrendy bein& promulpJed by the U.S. Small
Business AdministraIioD.



RECOMMENDA770N n

Srimulminl
Bonk Lending

In recopition of the critical role played by small buJineaes in the economic structure, and the
inc:reasina importance of women-owned small businesses in that structure, we UlJe the President
and Conaress to let to stimulate bank 1endina u follm:

A. The Natioaal Womea's BusiD. Coud neCJIIIIIWads that the baaklna
replators revise the FIRREA repaJatiollS to proYicle prelereatJal riIk weiahtJaa
lor thOle portloUo loaDs provided to womea-owaed (as deftned III
Recommeadatioa 11) or miDorit)' buslnstes whale borrowlnp are ....ter than
the smaU Bus'" Administration's qualified lou I1IDlts aad Is thaD the IUIII
01 55 1DiUJ0a.

B. 1be Natloaal Women's BusIn_ CouacU retommeDds tbat Conar- eaact the
DeC""')' Jeaislatloa to lacWtate the cnatJoa and opentIoa or a 1IC0ndary
market lor securitized -small- budD. loa.- with coasIderatioa lor enh,nced
panatees oa loaDs to women aad miDority owaed buIlDeReI.

RA770NALE

The reaoundina unanimity of feedback with which the Nalional Women', Business Council wu
met durina the Federal Re:Jente.host.ed Access to Capital Symposium iD Wubin&toD, D.C. in
Septembert 1992 confirmed that the paleSt barrier to WOIIIIIHWDed small business puwth and
development is 1Ict of __I to capital. nus barrier is most IeYere for tboJe women business
owners who have established and pown their en&apriJes to IIUOIIIbIe proponioas. 1bey fiDd
themselves beyond the .. It which the U.S. SIDIll Business Adminillrllion propams are
appropriaIe and below the size It which venture capitalists become in...... SpecifkaIly, tbeIe
are busmes. whoIe.-ds for additional capitall'lD.e from $1 mi11ioa lID 55 mlllioD.

Lendina in II.- nnps is cIeIrIy the domain of the bIntinI iDdUltry. It is the poIitioa of abe
National Womea', Business Council that bank Jendin& IbouId reflect prudent pnctice,
unencumbered by IepI JeIUIaIory constraints whole definition or IdminisUaDon IIIIb
unauractive the inclusion of viable small business 1011II in the buk',1eDdi1ll portfolio.



A~, 1992..,of IIIftIlll tIIfIIlfll4-llud bu.rIIw.r.ra qKJIIIDreIl 111 ArrJaw AlIdIna 'I
ENnprlII Grovp flIIIl NatIDttiIl S1rIJll1 ,,.,btaI UIIiUtl rrporIIJI tNII G IDtiIl of24pert:I* dud

-CIIttI1I, rt,lIliJtI,oIu- GI • ",.,., (IIW tlUJ:for dw IWW GdmlIUm'tIIItNI tIIfII CDtI,,.,u, GItd tIbrtDII
Mlfoftlwu IttlIfIMl win, qflltmt rcpl4limv tD fmRnzw «au 10 qwIIt GI tlwlr top priority.

FIRREA AS A DETEUENr TO LENDING

A critical deterrent to bank lenclinl for emerainl businesses is represented in the Financial
Institutions Reform, Recovery and Enforcement Ad of 1989 (FIRREA) 1eIislation which defines
the financiaJ health of bankinI institutions in termJ of risk rated capilal ratios. Specifically,
banks must allocate valuable capital to portions of their lendinl ponfolios based upon the
perceived risk these loans represent as defined by the rgulatory community.

At the NWBC's Symposium on Access to Capilal, bankers testified to the dampeninl effect of
the FIRREA re&ulations on their ability to Jl'lDt small business loans, particularly to women and
minorities. Chanles in these replations were cited universally u a necessary step in makinl
capital available to these poups.

'lbe major recommendation to come out of this symposium involved aIlowinl uanks to price for
risk so that they can make 10lllS to women-owned businesses which often do not fit the standard
profile for traditional lundin, 1OUrCeI. (A more complete review of the results of the Access
to Capital Symposium is included ill this annual report.)

One area banDr's commeat wu tellinJ:

• .•. and we dan't need men replation, for JOd's sake. We're
reJu1ated to dada. And if we continue to ,et feJuJ.don, we're DOC
loinl to have .y IIlitude ill makin, independent decisions on these lou
requests. •

Jtis remarks were bKbd up by anotheI' puelist, wbo cited bankinJ industry
estimat.el IbIt it spe..ds mare thin S10 biIIioa annually on replar.ory
compliance-59 per=It of the profits of the entire bInkin. system in 1991!

6



One of the three key problems in obtaininl capital for women-owned busineues cited by the
experts at the Symposium was the lack of availability of 101ft IOUJ"CeS in mid-raDle, between the
very small10lns and the level of ventuft capital. Becaule women business owners tend to be
concentrated in small businesses with relatively low lundina needs and in industries Jacldn,
traditional collateral (See report on the Missouri Pilot Study, Pace 20) they tend to be
unattractive to lenders.

FUDdlq the de.elopmeat or these aDd other IIIIAIJ buslD._ would be patl)' IKWtated
tbroup the proYisioD or _IICODdu'y 1IIU'ket, mlklna capltal_.aDable throup _ aatioaal
l'elIenoir. As banks attempt to meet the lendin& needs in their individual communities, they will
be better able to provide lonl term commitments to developina businesses throu,h the
!leCUritization of small business loans whose subsequent sale to institutional invesa.on will free
bank capital and make additional funds available for invesunent in local communities.

A1lowin, financial institutions to operate a conduits delivcrin& available lundinl to small
businesses, without havin, to pantolio these loins, will not only brin& more capital to
deve1opin, businesses but will mitipte the risk to the bankin& industry amlted with non
divenified portfolios.

RECOMMENDATION 13

~CIU1IlzJ;ItiOft of
SmQll Bu.ri1Ias LoaM

The small busineu pvwdl cycle iDcIudei • tbint IDd final .... ill wbich the business bas
evolved to the point It wbich its requirell*lcs for capilli are iDsutficient to Ianct the aa.ention
of venture capitalisls, but beyond the level It which community banks CID address these fundin&
needs.

De Natfrel W_' CouDdl nc........ tbat-ID enact'" tile prniousIy
nc......8ded to Iadlltlte tile u.tJoa ad operatJoa 01 clary market
for tbe -..rIIlzat_ tl louis, the ..,..... IltabI1sbed for deIIalDa these
... be .1IIcIeaI1y d 10 • to IDdude tb.. bus"._ may
be ........ S11 m'n- aDd wb.. aDDuaJ aet IDcome _, be Sf mill".
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RA770NALE

Venture capital specialists who have participated in the Council's recent hearines and in the
Symposium OIl Access to capital have been blunt Women-owned businesses, even those few
_kine capital at the level which mi&bt interest venture capital sources, rarely fit the profile of
the few ventures funded each year. For the 1ar&er woman-owned business, alternative financinl
options must be sought

GENOD BASED DIFFlCtJLTIES-NoN-GENDER SPECIP1C NEEDS

Women in both hieh teehnolOCY industries and telecommunications who actually had found
fundine in the 56 to S18 million ranee told of difficulties which seemed far beyond what should
be expected for companies with records of successful and profitable operation. At this top level
of small business as well as the stan-up level, women do not fit traditional, comfortable profiles,
and compete less sua:essfully for scarce expansion dollars. Those who have succeeded
demonstrate remarkable tenacity as well as top level professionalism.

At earlier stages in the business erowth cycle women tenet to seek and achieve lower levels of
fundine, and appear to succeed with less start-up and expansion money. (See the report OIl the
Missouri Pilot Study, Pale 20, and the results of the Special Focus Groups, Pqe 28.) At this
stqe, however, that is not possible. F'lDlD('lna aeecII 01 the mlckIzed buslDell seek1Dl
capital are Dot leader-bated. womaD-OWDed fInD caDDat .. by wltb ...

BROADD BENEFn'S

Providinl fundin& to theIe businesB, whether womu-owned or not, can be a complex procell.

A secondary market for 10Ifts &JUred to businesses in this eateaory will provide the essential
momentum for the businesses to pow to the point of recopioon in the venture capital, reaional
bankinI and national bankinI annu. This wu a1Jo a recommendation of boCb the 1980 and
1986 White HOUle ConfeNIa 011 Small Businea. Tbe benefits of small business lou
securitization will accrue to III smaD~ and thus to the economy as a whole.

llBCOJIJIBNDATlON 14
.,

A. 1111 NatJonel W_'•••10_ c....'OIIIIJ ..... tb.a C..._........ act_ b, d rederal qeadIs to .. prime aDd..coatnctIaaI'"
r......0'" buIIn.,.
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B. 11Ie Nat10aal Womea'.....'. CouDdlItroallY ......C~ to apuad
tbe curreat Depu1DWat 01 Defe.. -=doD 1207 lit-aside autbortty to tbe
dYiliu aaeacies tbat ba'ge bleD required bylaw to IDcreue their coatnds
to WOlDelMtwaed buII'._.

RA770NALE

Today, the U.S. Small Business Administration estimates that over one-third of all U.S.
businesses are woman-owned. Despite this, only 1.~" of all federal procurement dollan~
awarded to woman-owned businesses. This dramatic inequity is peJpetuated by the lack of
le,islative mandates that specifically tarlet women-owned businesses for assistance in enteriq
the federal procurement system. The U.S. Small Business Administration his taken the lead in
intetpretinl the Conlressional data collection requiJements u a basis for requestinlloals from
all federal aaencies for prime and sub contracts awarded to women-owned businesses.

The Department of Transportation was until recently the aDIx feden] 'IeftC)' which desipaled
women IS disadvantqed business ownen on 1 par with minorities for purposes of their state
pant Pl'Olrams. In addition, Concress recently passed Jaws with lanluace specifically iDc1udini
women-owned businesses in the tllJets they • for small and disldVllltlied business
participation. Specifically, the Depanrnent of EneraY, NASA and EPA have all received these
directions, but without the tools to talJet womcn-owaed businesses. ID other words, the
lan,Ulle did not clearly include let-aside authority for womea-owned businesses; the .·aside
authority these aaencies have to meet tbese DeW JOI1s is primarily UDder tbe 8(1)
prosram-where women are not a clesipaled JIOUP.

"0
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IlBCOMMENDATION U

A. The NaUoaaI Womea'. BuIlD. CouDell stroqly u..._ that ColIp'e8
IlWldate actioa by all ,edenl .,elldes to set prime aDd sub coatradlq aoals
tor WOIDeD-Owaed buslae•••

B. The Natloaal WOIDtD'S lSusl..- CouacD stroqly u..._ Coaanss to expaad
the CUIftDt Departmeat 01 Dele... sectlOD 120'7 set-u1de authority to the
ciyUiaa qeacles that baye heeD required by law to IDcreue their coatndl
to wOIIIea-owaecl busiD._.

RA110N.ALE

Today, the U.S. Small Business Administration estimates that over one-third of all U.S.
businesses are woman-owned. Despite this, only.!.'" of all federal procurement dollan are
awarded to woman~~. 11Us dramatic inequity is perpetuated by the 1Kk of
leeislative nWldates that specifically tall- women-owned businesses for usistance in enterinl
the feden1 procurement system. The U.S. Small Business Administratioa has taba the lead ill
interpletin& the Conpasional daIa coDectiaa requirements u a basis for requestinllOlJs from
all fedenl aaencia for prime and sub contrICtS awarded to women-owned businesses.

The Deplrtment of TransportalioD wu until recently the smIx fedenl apncy which desipaIed
women u disadvantlled busineu owners OIl a par willi miDoritiel for purposea of their state
pant propams. In additioa, Conpess recently piPed laws willi Ian... speciftcaJ1y includinl
women-owned businesses iD die .... they let for smaI1 and disadvan..... business
panicipation. SpecificaJ1y. die Deplrtment of Eneru. NASA and EPA haft all received thae
diJectiou, but without die tools to ..._ women-owned~. Ia other words, the
lanlUlP did not clearly iDcIude .-aside authority for wumcn-owned businesses; the let-aside
authority tbeIe ...... ba'YC 10 meet tbeIe new leU is primarily under the 8(&)
propam-wbae women are DOt a desipaIed poup.
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1992 - A YEAR OF ACHIEVEMENT

This YQ1'S recommendations to the President and Conpess were based on • full program of
hearings and data collection, IS summarized in the followina brief report.

THE SYMPOSIUM ON
ACCESS TO CAPITAL
SEPTEMBER, 1992

The investigations of the NWBC over the put (our yean have indicated that the most pervasive
barrier to success for women business owners is Jack of ICCeSS to capital; the Counc::il decided
to take a hard look It the realities of the capitalization picture for women-owned businesses
today and in the future and It the same time stimulate creative thinJdnI by the expens on
solutions to the problem.

The Accas to Capital Symposium bJ'OUlbt lOIeIbcr apens in bankinJ, venture capital,
microloan proarams, and aOVerDment and private propams with Council members, SBA
representatives and selected women business owners ill • dilCUSlion desiped to develop
proposals for ensurinl access to capital for women business owners.

Symposium puticipUlts identified three specific lOlutions to the problem of ICCeSS to capital
which they proposed for 10000ment and private -=tor action:

I. Chanaes in bankinJ pncticeI inc1udina men un.... cndit, allowin& banks to price
for risk 10 they can make lOme of tbeIe Joins, beeler &lie of COIItrICt financina and
ICCOUJIts receiVibIe funclin&.

"

2. mer.. the mamber and types of Iendina pooIsIfunds, iDcIudiD& public/private
putDenhips and joint veftturel.

3. ADaw bMb ipeCiaJ eateaoriel for smaI1 busiDess laIDs10r hiP risk small businesles).

III addition, it wu...., that the Federalltenne bokt J'IIioDalaymposia on ICCellto capital
in ach of their "lions. The 80IId of GoYemc:n of die federal ...we bave acreed to holt
IUCh propulS, and they 1ft expected to commence in die tbiJd quarter of 1993.
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THE MISSOURI
PILOT 5nJDY

The NWBC mandate includes the review of data collection procedures and the availability of
data on women owned businesses. The lack of accunle and complete data of tbiJ type led the
Council to select u one of its major projects the completion of a research pilot which would
provide luidance to public and private sector orpnizations in se1ectina a methodolOlY for
collectinl demopaphic and attitudinal information on United States women business owners.

The state of Missouri wu selected by the NWBC and the SBA's Office of Economic Research
for use in this pilot test. The premiJe of the propolll wu that creation of a reliable sample in
a typical state could then be used u a model for a national sample of women-owned businesses.

END PltoovcrlCONaUSJONS

Two reports were produced from tbiJ investiption; a methodolOC report and a set of tabulations
that describe the demoaraphic charaderistics and financial history of the study participants. The
final product of the metbodolOl)' portion is a manual which pves a complete picture of how the
experiment wu done, Ilona witb the implications for a nalional study. 'Ibis manual could be
banded to a statistician u established auidelines for c:reatin& aD accurate sample and estimatin&
the cost of c:reatin& such a sample.

FINDINGS

The findinas of the study lie cited in detail in the Annual Report, and in depdl in the Pilot Study
Report, available in the NWIC office.

The results of the State of MiSlOlJri pilot project lad the Council to p1lce a hip priority on the
followina future activities:

1. 'IbaI the National W..'. Businea Council wort witb the appropriaIe public and
private sectar orpnizatiou to implemeat onaoina naIionaI survey research on WOmeD

t)UIineu owaen at repJIr intavals.

2. 'IbaI die IDIIbDdoIoD bIIIdbook created by die NaIianal Women's Bllsines. Council pilot
study beP. wide diItribudaa in the public and privaae ....10 UIiJt in die creation
of • reliable _mpIe far Mtjcml survey research.

3. 'IbaI focus poup, eucutM in.YiewI aDd aperimental research be coasidered to
fuI'tt.' aplcn cemia ftadiDp ofbocb the NaIionII Women's Businea Council pilot and
focus poup pIVjec:II, e.••, Jenitb of time in businaI, pi_ cliffcrelaa, ICCeII to
capital aDd reWed fundiq i••
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SPECIAL Focus
GROUP S"ruDIES

When the Council accepted the challenle of developine a model for accurately surveyinl
women-owned businesses, they ra:oaniz.ed that no matter how complete a pilot study they
commissioned, there would be areas which could not be tested throueh ordinary survey research.
Examination can be done, however, throup the use of focus IroUPS which, althouah they do
not produce scientifically provable data, offer load insiehts into the ranee of responses
accessible through research, and can be invaluable both in analyzinl data from broader studies
and in planninC future narrower-based studies. .

Women business owners are no more a homOienous J1'OUP thaD men business owners, but in
addition to specific industry, the Council finds there is one clear method of loaically catqorizinl
them-into start-ups (less than five yean old), mezzanine or mid-ranle businesses lookine for
growth capital and opponunities, and suc:c:essful, well-financed enterprises.

Businesses in the first eatqory, stan-ups, are rarely measured by the usual survey methods
partly becauJe they are harder to find. Some research is available on stan-ups in leneraJ, but
there is no lender-specific data available, makinC this an ideal topic for focus IroUP exploration.

The four focus lroups were held in SL Louislnd Sprin.field, Missouri in September, 1992.
Participants were women from a bl'Old ranle of bome-ba.cl, reWl, wholesale, service and
llricultural businesses. Most had been in business from one to three yean.

If the Missouri focus IJ'OUPI praent an accurate picture, thea~e woman at tbis SlIp in her
business thinks of herself u a risk-taker, repeU DOt -viDa done more market research, lika
the freedom and IeIIJe of le1f-respect sbe bas 1Cbiewd, cIidII't 10 into tbis CD pt rich, is
concerned about fiDancinI Irowtb ud tbinb die SBA bas VffC'J little CD offer. She ..
traditional male openDna styles u the barrier CD pqrea in the workpIIce, and 1ItnICtin&,
·recruitinl ud keepiDa reliable employees u the big_ problem in runnin. her business.

Previous ..lCIia of women-owned businesses~ CD show women IIIrtin& with much lower
IeYels of ftmdIIIa ud apandina more slowly. OIMousIy lack ollCCell to capital is the primary
reason for dUs, but ill tbis focus poup u well u ill GIber ilMlliptions there appem CD be a
cliffClenc:e not ill aaitude IDWIrd business or ambidoa, but ill IlennS of aprdldgns. Womm
entlepreneun appear to III lower JOIls, IDd bave lower iDcome apectations and lower
esaimations of funcIin. needed for start-up or e:qusioft. furthR study _Id be done IQ "WI
mil 1JIUCrn.
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A

DIRECTORY OF STATE PROORAMS TO
AssIST WOMEN BUSINESS OWNERS

Althouah the Office o( Women's Business Ownership It SBA and the National Auociation o(
Women's Busineu Advocates (NAWBA) had lathered some information, there hid never been
a complete directory of state procrams, set-asides and services (or women business owners. The
Council completed the research (or such a directory, the tint edition of which wu published in
1992 with the cooperation o( NAWBA and Enbepreneur Mllazine.

To obtain copies of or information conc:emina the directory, contact:

Melody Borchers, President
National Association of Women's Business Advocates
clo Ohio Department of Development
m South Hilh Street
Columbus, Ohio 43266-0101

WOMEN ENTREPRENEURS IN
TE1..EcOMMUNICA110NS
DENVER, MARCH, 1992

The Council met in Denver 011 March 16, 1992 to aplore oppo11Uftitiel for women in the
telecommunications industry. 'Ibey beard testimony from busineu owners, fiDInciaI apens,
lovemment officials, academics and odIen iIrvolved in the teIec:ommUDic:alions iDdustry. The
(ollowinl is a brief summary of the testimony.

Telecommunications offers women the opponunity tID~ U equals ill an iDtepIIed
industry: Unlike trlditioul maJe..cIominate .un of the lCODOIDy, Ibis lIpidIy apIIIdiDa
industry offen IbuIIduU oppo11Uftity for anyone with the ideas, praduc:II and stills 10 build a
business. Many"'aR bypusiD& the manapmeDt eJlul ceili.- by moviD& dinlctly iIItD
ownership ill one of the ...y telecommunications fields.



IMPEDIMENTS TO WOMEN IN TELECOMMUNICATIONS

While increasing numben of women continue to enter the telecommunications industry, there
is still a marked lack of women with the technical and manaaeriaJ expertise-pJus JenCth of
experience-to start a successful telecommunications business. Second, there appears to be no
information networks currently established for women entrepreneurs which can provide advice
and support from other women. Third, access to capital is exuemely difficult. This is a capital·
intensive industry, .enerally requirin. a substantial start;'up investment. Sources of capital are
limited, partially due to the risk facton involved, and women business owners are less likely to
know where to look for of capital.

THE Ex1'UT ROUNDTidU

The Denver hearing was followed by an expert roundtable cliJcu.uion on prospects for women
business owners in the telecommunications industry in which twenty-nine men and women
participated.

In addition to the members of the National Women's Business Council, they represented
government, Kademia, bankin" veftNre capital firms, the media and a variety of 1ar&e and
small telecommunications finns. Several weft women business owners.

Discussion centered on two topics: 1) defiDin& tomorrow's telecommunications marketplat:e,
and 2) pre-planninl to allow women eqUal ICCeSS to this marketp1l&:e.

The expert poup's recommendations were u follows:

1. Promote the formation of CDbUcncuriIJ dcycIqpmcnt lynda witb au brab similar lID
those of foundations, u we11 u pant propams and joint ventunlS in which Iarp
companies fturtme small and emer&inl businesles.

2. Generate public policy iDitialiva encounainI eorpcnIe iDc:ubation of small busineaes
for the purpoa of traininl, suppon and mentorina.

.-
3. Develop DItWOrb and ulOCiatio"l dial briD& ....... women invoJved iD

teIecommUJricadons far the purpoIe of achan&iD& ideas and iDfonnalion about their
experiences in telecommunications. 1brou&b tbeIe DItWOrb a propam of teehnical
usisaance putnenhips can be deYe1oped.
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A PLAN FOR THE FUTURE

1993 will be a year o( chanle and a year o( lrowth (or women-owned businesses u the
economy improves and sources o( capital open up (or women u well u business in Ienera!.
Barrien to Prolress still exist, however, and many of the chanles required to remove those
banien have not taken place.

1993 will be the final year o( the Council's oriJi,nal five-year mandate. In addition to further
development o( the Council's studies and pqrams on the issue of access to capital, and a
continuinl (ocus on imProved access for women to the lovemment procurement process, the
Council will look beyond our borden at opportunities for U.S. women business owners in the
Ilobal economy.

The loals of the Council's mandate will not all be achieved by the end of 1993. The foUowiq
activities may not all be completed within that time frame, but are priorities on the Council
aaenda.

• A hearinl on opportunities for women in trade with Latin America and the Pacific
Rim, to be held in March, 1993.

· Rqional Symposia on Access to Capital under the sponsorship of the fedcnl
Reserve.

· A Women's Economic Summit, tentatively scheduled for September, 1993.

· Efforts to ensure maintenance and Gpusion of the National Directory of Stile
Propams for Women Businea Ownen.

• Development of a joiJat stratePc plan with the members of the Intaqency
Committee OIl Womea's Business Enterprise, which we hope will be reactivated
under PresicIeDt CJiIltall.

· follow-up OIl die funber studies suaested by the results of the Miuouri Pilat
Study and focus pvupL
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FINANCING THE BUSINESS

A Report on Financial Issues
from the 1992 Biennial Membership Survey

of Women Business Owners

Prepared By:

The National Foundation for
Women Business Owners

The NetioMJ FouncatJon foI'~ 0wrNn ia the
National AslOCiatJic:W7 of~ OwrNn' fIOII-tN'O/f
f8MM:IJ,lMdetship~ and~ trUting
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National Foundation for Women Busmess Owners

FOREWORD

Despite an economy recently characterized by slow economic growth I women-owned

businesses are making dramatic strides in the nation's business community. By the

end of 1992, the more than 6.5 million women-owned businesses in the United States

were estimated to employ more people than the Fortune 500 companies combined. 1

The 1992 National Association of Women Business Owners (NAWBO) Biennial

Membership Survef has uncovered some of the many avenues through which women

owned businesses are a powerful and expanding economic force. This report is a

summary of one facet of that survey: the sources and types of financing used by

women business owners.

The results of this survey demonstrate that, despite the significant growth seen in

recent years among women-owned businesses. women business owners still face

barriers in identifying and obtaining the financing necessary to operate and expand their

businesses. Even given the successful and stable track records of women-owned

firms, many of the women surveyed report serious concern about a range of financial

issues. These issues and concerns will be explored in this report.

1 Source: WpmIn::QwnId ' The Ntw Emnornjc Fga:;e, a data report published by the
National Foundation far Women Bu ewne.... 1992.

2 The 1992 Membership Survey of Women Buai.... Owners was conduc:t8d for the NatioNIA
Association of Women BuaiNu Owners by the National Foundation tor WonwI B.....Owners, and
was sponsored by luding corpoIatalUpporter's AT&T and IBM.
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WOMEN-CWNED BUSINESSES: THE NEW ECONOMIC FORCE

Women-owned businesses are becoming an increasingly powerful economic force in

the United States and an increasingly visible and powerful part of the marketplace,

today employing more workers than the Fortune 500 companies combined.

The 1992 NAWBO membership survey clearly illustrates the expanding economic force

of women-owned businesses. The survey found that women-owned businesses:

• boosted employment - 25% added employees in the past year,

• increased sales - 57% had increased sales over the previous year. with 23% of

those surveyed reporting gross annual sales of over $1 million;

• are not a new phenomenon - three-quarters (n%) have been in business more

than 4 years and 29% have been in business over 11 years.

1992 was a year of growth and expansion for women-owned businesses. even in the

face of a slow national economy:

• 46% developed a new product or service line;

• 32% increased expenditures for equipment;

• 26% expanded into new domestic markets. 7% into new markets abroad.

Women business owners extended their optimism into the future as well:

• 66 percent expected sales to increase in 1992 over 1991 lev.;

• 33 percent expected to add employees in 1992.
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While women-owned businesses have shown significant growth in recent years and

exhibit the potential for even greater growth in the future, they face financial barriers

which could impede that growth. The availability of capital was cited by women

business owners as one of the most significant barriers to their business' growth,

second only to the "economic environment." Nearly four in 10 women business owners

(39%) pointed to availability of capital as the most significant barrier to growth.

Business financing is thus one of the major issues that women business owners, public

policy makers, and the financial community alike must address. Removing the barriers

to access to capital is one of the surest ways to encourage growth not only among

women-owned businesses. but all small businesses.

FINANCIAL PROFILE OF THE WOMAN BUSINESS OWNER

Women-owned businesses are represented throughout the economy - in the business

and professional services and retail trade sectors, as well as in manufacturing,

financelinsurance/real estate and construction.

Other NFWBO research has shown that women--owned businesses grow somewhat

more slowly and steadily than businesses at large. The NAVVBO membership survey

finds that women business owners tend to describe themselves as financially

conservative in the management of their businesses, which would tend to promote a

pattern of slow, steady growth over one of cydical ups and downs.

When asked to describe their current financial policy on a scale of 1 (conservative/risk

averse) to 5 (aggressiveJhighly debt tolerant), women business owners average 2.45.
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Fully 51 % rate themselves on the conservative end of the spectrum (1 or 2), 28% say

they are in the middle, and only 17% classify themselves as financially aggressive (4 or

5).

Self-Described Financial Policy
of Women Business Owners

35,.----------------------.
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MAJOR FINANCIAL BARRIERS

As previously indicated. the most serious self-described barrier to growth among

women-owned businesses, next to overall economic conditions, is the availability of

capital - and fully two-thirds of women business owners report difficulties in working

with their financial institutions. In fact, wom.n-own.d bu.in••••• are 22% more

lik.ly to report probl.m. d.allng with th.ir bank than are bu.in••••• at larg•.3

The most common complaint women business owners have in working with their banks

in order to obtain financing is the need for more assets (28%) and greater collateral

(23%), followed by a limited track record (22%) and the limited experience of banks in

dealing with service businesses (21 %).

The attitudes and practices of loan officers are another significant financial barrier to

women-owned businesses. A surprising 20% of women business owners reported that

their loan officer insisted upon their spouse's signature in order to obtain a loan, and

another 14% believe that the mere fact that their business was woman-owned was an

impediment to obtaining financing. Thus, fully one-third of women bualn_ own....

perceive some deg,.. of gender-baMd discrimination.

3 Two-thirds (87%) of NA\NBO survey~.. cita bMierI~ when wortdng with theW
bank. while a IesMr 58% of...... to rnediunHized ftmw report difllcu.- in obtIining hncing. The
latter figure (and .1 other~ ftgu,. ciI8d in ttlil report) iI abtMIed from • 1912 survey of ft.".
with lea than 500 emptoy..conduet8d for Nationat Small auu.a Unillid and Arthur Andersen's
Enterprile Group by The Gallup OrganiZation. See $yrve B-1'" pf $"", and Middle MIrtcIt
Bulion'" AItitydtJ IU- .ad OytlQQk, Arthur AnderMn & Co., SC and NSBU, July, 1992, p. 10.
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